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MONTANA  LIVESTOCK   SANITARY    BOARD 
SUMMARY  OF  RECOMMENDATIONS 


Page 
Number 


Someone  other  than  the  fiscal  agent  should  receipt  for 

monies  received  by  the  Board,  prepare  and  make  the  deposit 

with  the  State  Treasurer.  6 

Receivables  should  be  recognized  in  the  records.  6 

Establish  a  general  ledger  to  provide  control  of  the  assets 

charged  to  the  Board.  7 

Maintain  a  subsidiary  ledger  for  receivables.  7 

Interest  on  investments  should  be  accrued  when  the  accounting 

records  are  converted  to  a  modified  accrual  basis,  7 

A  detailed,  physical  inventory  of  office  supplies,  glassware 

and  chemicals  should  be  taken  annually.  7 

Fixed  assets  should  be  controlled  through  the  use  of  a  general 
ledger  and  related  subsidiary  records  maintained  at  historical 
cost.  8 

Investments  should  be  recorded  at  historical  cost.  9 

Purchased  interest  of  investments  should  be  reported  as  a 

reduction  of  interest  income.  9 

When  the  State  converts  to  the  accrual  method  of  accounting 
liabilities  should  be  recognized  in  the  general  ledger 
system.  9 

License  fees  collected  by  the  Board  should  be  made  an  integral 
part  of  the  reports  on  receipts  furnished  by  the  State 
Controller  to  the  Montana  Livestock  Sanitary  Board.  10 

Provisions  should  be  made  in  the  State's  accounting  procedures 

to  properly  reflect  the  sale  of  assets  and  refunds.  10 

Indirect  costs  and  the  appropriate  share  of  the  Cost  Allocation 
Plan  should  be  included  in  future  Wholesome  Meat  Act  budgets 
and  cost  reports.  11 

Journal  entries  should  be  initiated  to  effect  the  return  to  the 

General  Fund  of  the  excess  Wholesome  Meat  Act  payments.  12 
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December  2,  1970 


Montana  Livestock  Sanitary  Board 
Livestock  Building 
Helena,  Montana 


We  have  examined  the  balance  sheets  of  the  several  funds  of  the  Montana 
Livestock  Sanitary  Board  as  of  June  30,  1970  and  the  related  statements 
of  operation  for  the  years  ended  June  30,  1969  and  June  30,  1970.   Our 
examination  was  made  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances,  except  that  we  did  not  observe  inventories  at  the  beginning 
or  end  of  the  fiscal  years  involved  and  did  not  attempt  to  satisfy  our- 
selves as  to  the  accuracy  of  those  inventories  by  other  means.   In  addition, 
we  did  not  attempt  to  determine  the  amounts  of  accounts  receivable  at  the 
beginning  or  end  of  the  fiscal  year. 

Our  examination  revealed  a  number  of  matters  which  require  us  to  issue  an 
adverse  opinion  on  the  balance  sheet.   The  major  items  are: 

1 .  Inventory  of  supplies 

The  amounts  presented  on  the  balance  sheet  are  estimates 
furnished  by  Agency  personnel.   An  annual  physical  inventory 
or  a  perpetual  inventory  system  is  not  maintained  by  the 
Agency.   We  were  unable  to  determine  within  the  scope  of 
our  examination,  if  the  amount  presented  was  reasonable. 

2.  Investments 

The  historical  cost  of  certain  investments  have  not  been 
maintained  in  the  records  of  the  Agency. 

3.  Fixed  Assets 

Fixed  assets  as  presented  on  the  balance  sheet  are  not  at 
historical  cost.   A  physical  inventory  of  all  fixed  assets 
was  made  at  a  date  subsequent  to  June  30,  1970  by  Agency 
personnel  and  an  estimated  value  assigned  each  item.   We 
did  not  attempt  to  verify  the  accuracy  of  this  inventory. 
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4.   Method  of  Accounting 

The  financial  statements  of  the  Montana  Livestock  Sanitary  Board 
are  prepared  on  a  cash  receipts  and  disbursements  method  of  ac- 
counting and,  accordingly,  do  not  comply  with  generally  accepted 
accounting  principles  for  governmental  units.   This  is  a  general 
situation  for  Montana  Governmental  Agencies  because  State  law 
provides  for  cash  basis  of  accounting. 


For  the  reasons  set  forth  above  and  in  the  Auditor's  comments,  we  are  of  the 
opinion  that  the  balance  sheet  of  the  Montana  Livestock  Sanitary  Board  does 
not  fairly  present  the  financial  position  as  of  June  30,  1970,   It  is  our 
opinion  that  the  statements  of  receipts  and  disbursements  do  reflect  fairly 
the  results  of  operations  on  the  cash  basis  as  required  by  State  law. 


y 
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COMMENTS 


GENERAL 

The  Montana  Livestock  Sanitary  Board  was  originally  created  by  Chapter  152  of  the 
1907  Laws  of  Montana  and  was  re-enacted  by  Chapter  262  of  the  19  21  Laws  of  Montana, 
These  statutes  charge  the  Board  with  the  following  four  areas  of  responsibility: 

1.  Diagnostic  Laboratory  -  To  foster,  promote  and  protect  the  livestock 
industry  in  the  State  of  Montana  by  the  investigation  of  diseases 
and  other  subjects  related  to  ways  and  means  of  prevention  and 
control  of  diseases  and  for  the  care  of  livestock  and  its  products 
and  to  this  end  the  Board  shall  establish  and  maintain  a  laboratory, 

2.  Disease  Control  -  The  Board  has  the  powers  to  enforce  such  reasonable 
rules,  regulations  and  orders  that  may  be  deemed  necessary  to  prevent 
the  introduction  and  spreading  of  dangerous  diseases  affecting  live- 
stock, to  control  the  practice  of  artificial  insemination,  to  supervise, 
control  and  inspect  the  feeding  of  garbage  to  livestock  and  to  super- 
vise and  regulate  properties,  facilities,  operations,  services  and 
practices  of  all  livestock  markets  in  the  State  of  Montana. 

3.  Dairy  and  Milk  Inspection  -  To  promulgate  and  enforce  such  reasonable 
rules,  regulations  and  orders  as  deemed  necessary  or  proper  for  the 
supervision,  inspection  and  control  of  the  standards  and  sanitary 
conditions  of  dairies,  milk  depots,  milk  and  its  by-products,  barns, 
dairy  cows,  factories  and  other  places  and  premises  where  milk  or 

its  products  are  intended  for  sale  or  consumption  as  food  is  produced, 
kept,  handled  or  stored. 

4.  Meat  Inspection  -  To  inaugurate  and  enforce  such  reasonable  rules, 
regulations  or  orders  as  the  Board  may  deem  necessary  or  proper  for 
the  supervision,  control  and  inspection  of  rendering  or  disposal 
plants,  their  standards  and  methods  of  operations  and  their  sanitary 
conditions  and  for  the  supervision,  control  and  inspection  of  any 
and  all  equipment  where  said  rendering  or  disposal  plants  are  in- 
tended to  be  operated  for  the  disposal  of  livestock  in  any  manner 
whatsoever,  except  for  human  consumption  and  all  vehicles  and  all 
equipment  used  for  transportation  of  such  livestock. 

On  December  16,  1968  the  Board  entered  into  a  cooperative  meat  in- 
spection agreement  with  the  U.  S.  Department  of  Agriculture  Consumer 
and  Marketing  Service  and  expanded  the  meat  inspection  program  to 
a  State-wide  mandatory  meat  inspection  program. 

SCOPE  OF  AUDIT 

A  financial  audit  was  conducted  covering  the  fiscal  years  ending  June  30,  1969 
and  June  30,  19  70.   Our  examination  was  directed  towards  three  specific  areas: 

1.  A  review  of  the  receipts  and  disbursements  to  determine  their  pro- 
priety, authenticity  and  accuracy  of  accounting  presentation. 

2.  A  review  of  the  June  30,  1970  balance  sheet  accounts  to  determine 
their  accuracy  and  fairness  of  presentation. 
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3.   A  review  of  the  receipts  and  disbursements  applicable  to  the  Wholesome 
Meat  Act  and  a  correlation  to  the  cost  reimbursements  received  from 
that  program. 

As  a  part  of  our  examination  we  evaluated  the  accounting  system  and  internal 
control  currently  being  utilized  by  the  Board  to  arrive  at  a  conclusion  as  to 
its  adequacy.   During  our  examination  we  compared  the  practices  employed  by  the 
Board  with  the  appropriate  State  of  Montana  policies  and  statutes. 

INTERNAL  CONTROL 

Our  tests  indicate  that  control  over  disbursements  is  adequate.   The  Board 
utilizes  requisitions  5  purchase  orders  and  approved  claims.   The  warrants  for 
payment  of  these  claims  are  prepared  and  distributed  by  a  separate  State  agency. 

We  have  determined  that  the  procedures  currently  in  use  for  the  processing  of 
funds  received  are  not  adequate.   Currently,  one  individual,  the  fiscal  agent, 
is  responsible  for  receiving  the  funds,  preparing  the  receipt,  preparing  the 
deposit,  making  the  deposit  with  the  State  Treasurer  as  well  as  maintaining  all 
of  the  related  accounting  records. 

RECOMMENDATION 

We  recommend  that  someone,  other  than  the  fiscal  agent,  prepare  the  re- 
ceipt for  all  monies  received  by  the  Board,  prepare  the  deposit  ticket 
and  make  the  deposit  with  the  State  Treasurer.   This  individual  would  then 
supply  the  fiscal  agent  with  the  source  documents  that  would  be  the  basis 
for  entries  in  the  records.   This  would  then  necessitate  the  accounting 
records  being  balanced  to  the  receipts  shown  by  the  State  Treasurer,  to 
the  licenses  that  had  been  issued  and  to  the  receivable  records. 

ACCOUNTING  SYSTEM 

The  Board's  records  are  maintained  on  a  cash  basis  in  accordance  with  Montana 
State  law. 

RECOMMENDATION 

We  recommend  that  the  Board  recognize  receivables  when  they  come  into 
existence,  but  provide  a  reserve  in  an  equal  amount  to  comply  with  existing 
State  law  pertaining  to  cash  basis  accounting.   When  State  accounting  pro- 
cedures are  revised  to  provide  for  the  accrual  basis  of  accounting,  the  Board 
should  recognize  income  at  the  time  earned  and  record  the  related  receivables, 

The  journals  that  are  presently  being  maintained  by  the  Board  are  adequate  to  meet 
minimum  reporting  requirements  on  a  cash  receipts  and  disbursements  basis.   How- 
ever, a  general  ledger  to  provide  control  of  assets  and  continuity  is  not  now 
in  use. 

RECOMMENDATION 

We  recommend  that  the  Montana  Livestock  Sanitary  Board: 

1.   Upon  specific  directives  from  the  State  Controller  establish 

journals  that  would  meet  the  reporting  requirements  of  the  Board 
and  would  provide  information  necessary  for  a  double  entry  system 
of  accounting,  in  connection  with  the  utilization  of  a  general 
ledger . 
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2.   Establish  a  general  ledger  to  provide  control  of  the  assets 
charged  to  the  Montana  Livestock  Sanitary  Board. 

BALANCE  SHEET 

Cash  Fund  and  Appropriation  Balances 

The  beginning  and  ending  cash  fund  and  appropriation  balances  were  reconciled 
to  the  State  Controller's  records  and  were  determined  to  be  in  agreement. 

Receivables 

A  control  on  the  amount  of  receivables  at  any  specific  date  is  not  maintained 
by  the  Agency.   Receivables  are  generated  from  the  following  sources: 

1.  Overtime  meat  inspection, 

2.  Specimen  testing  by  the  diagnostic  laboratory. 

3.  Miscellaneous  receivables,  such  as  freight  claims,  refunds,  etc, 

RECOMMENDATION 

We  recommend  that  a  subsidiary  ledger  be  established  that  would  provide 
a  dollar  control  on  the  total  amount  of  receivables  due  the  Board  for  these 
items.   This  ledger  would  record  all  receivables  at  the  time  they  came  into 
existence.   Copies  of  invoices  supporting  the  amounts  billed  and  included 
in  receivables  should  be  retained  on  file. 

Interest  receivable  on  inves.tments  has  not  been  accrued  at  June  30,  1970. 

RECOMMENDATION 

We  recommend  that  when  the  accounting  records  are  converted  to  a  modified 
accrual  basis  of  accounting  that  accruals  of  interest  receivable  at  the 
end  of  the  fiscal  year  also  be  reflected. 

Inventory 

The  amounts  of  office  supplies  in  the  Helena  office  and  the  glassware  and 
chemical  supplies  at  the  diagnostic  laboratory  in  Bozeman  reflected  in  these 
statements  are  estimates.   It  has  been  the  practice  of  the  Board  not  to  take  a 
physical  inventory  of  these  items  at  the  end  of  each  fiscal  year. 

The  highly  technical  nature  and  wide  variety  of  chemicals  used  at  the  diag- 
nostic laboratory  would  require  knowledgeable  individuals  to  take  a  reliable 
inventory.   Therefore,  it  would  perhaps  be  necessary  to  conduct  a  feasibility 
study  of  this  inventory  before  a  requirement  that  an  annual  inventory  be  made 
of  these  chemicals. 

RECOMMENDATION 

We  recommend  that  the  Board  prepare  a  detailed  inventory  of  the  office 
supplies  maintained  in  the  Helena  office  and  of  the  glassware  supplies 
at  the  disgnostic  laboratory.   In  addition,  if  it  is  determined  advisable, 
a  detailed  inventory  of  the  chemicals  should  also  be  made  on  an  annual 
basis.   The  inventories  should  be  prepared  in  accordance  with  appropriate 
directives  from  the  State  Controller's  office  when  they  become  available. 

©ALUSHA.  HIGGINS  AND  GALUSHA  — CERTIFIED  PUBLIC  ACCOUNTANTS 


-7- 


Fixed  Assets 

Our  review  of  the  fixed  asset  records  revealed  several  deficiencies  regarding 
the  control  of  the  assets  for  which  the  Board  is  responsible.   We  do  wish  to 
point  out,  however,  that  a  complete  inventory  of  all  assets  was  completed 
in  August  of  1970  which  would  provide  a  basis  for  initiating  the  necessary 
fixed  asset  controls  and  supporting  detailed  records.   Specific  deficiencies 
noted  during  our  examination  included: 

1.  No  dollar  control  of  the  amount  of  assets  assigned  to  the  Board  is 
maintained. 

2.  The  values  that  were  available  are  only  estimates  and  are  not  the 
historical  cost. 

3.  A  considerable  number  of  the  items  included  in  the  August  1970  in- 
ventory of  fixed  assets  were  miscellaneous  small  items  with  a  value 
of  less  than  $50.00.   A  number  of  these  miscellaneous  items  appear  to 
be  consumable  supplies  and  should  not  be  capitalized. 

4.  Annual  additions  to  the  fixed  assets  are  not  correlated  with  the 
actual  disbursements  for  the  year. 

5.  No  policy  exists  relating  to  the  proper  accounting  for  fixed  asset 
dispositions. 

6.  Trade-ins  of  fixed  asset  items  have  not  always  been  recorded  in 
accordance  with  State  policy. 

7.  Provisions  have  not  been  made  in  the  accounting  records  for  depre- 
ciation. 

RECOMMENDATION 

1.  We  recommend  the  initiation  of  fixed  asset  controls  based  upon  the 
inventory  that  was  completed  in  August  of  1970. 

2.  When  specific  State  policies  are  available,  we  recommend  that  a 
review  of  the  fixed  asset  inventory  be  made  and  that  all  miscellaneous 
items  be  deleted  in  accordance  with  the  policies  of  the  State 
Controller. 

3.  A  review  of  the  existing  State  policy  on  recording  trade-ins  should 
be  made  and  all  future  exchanges  be  recorded  in  compliance  with  these 
directives. 

4.  Depreciation  should  be  recorded  on  all  assets  used  in  federal  cost 
sharing  programs  where  this  cost  can  be  recovered  from  the  federal 
government. 

Investments 

The  Board  has  maintained  a  record  of  all  investments  for  which  they  are  ac- 
countable.  However,  this  journal  control  is  maintained  at  the  par  value  of 
the  investment  instead  of  historical  cost.   In  our  review  of  these  items, 
we  reconstructed  the  historical  cost  of  all  investments  for  the  period  January, 
1959  through  June  30,  1970.   However,  due  to  the  lack  of  adequate  records,  we 
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were  unable  to  determine  the  historical  cost  of  the  U.  S.  Treasury  Bonds 
purchased  in  May  of  1953.  "While  making  this  review,  we  noted  the  unusual 
way  the  State  accounts  for  the  purchase  of  investments.   The  procedure 
employed  is: 

1.  To  deduct  from  the  Agency's  account  the  par  value  of  the  investment. 

2.  The  investment  is  then  made  and  any  difference  between  the  par  value 
and  the  actual  cost  of  the  investment  is  returned  to  the  Agency 

and  is  credited  to  income, 

3.  Any  interest  purchased  is  shown  as  cost  and  is  not  offset  to  income. 

RECOMMENDATION 

The  following  recommendations  should  be  initiated  by  the  Board  upon  the 
installation  of  their  general  ledger  accounting  system. 

1.  A  historical  cost  dollar  control  based  upon  the  information 
contained  in  this  report  should  be  established. 

2.  Until  such  time  as  State  accounting  procedures  are  revised, 
purchases  of  investments  should  be  recorded  in  accordance  with 
the  State  policy,  but  upon  final  reporting,  the  interest  purchased 
should  be  offset  to  interest  income. 

Liabilities 

Accounts  payable  are  not  recognized  in  the  records  in  accordance  with  State 
law  of  operating  on  a  cash  receipts  and  disbursements  method  of  accounting, 

RECOMMENDATION 

When  the  State  converts  to  the  accrual  method  of  accounting,  liabilities 
should  be  recognized  in  the  general  ledger  system. 

Encumbrances 

In  accordance  with  generally  accepted  governmental  accounting  procedures 
encumbrances  are  properly  reflected  on  the  records  of  the  Montana  Livestock 
Sanitary  Board. 

Fund  Balances 

Due  to  the  lack  of  adequate  records  we  were  unable  to  determine  the  amounts 
of  accumulated  and  donated  surplus  at  year-end. 

STATEMENT  OF  OPERATIONS 

Receipts 

The  Board  collects  license  fees  which  are  transmitted  to  the  State  Treasurer 
and  are  considered  as  general  fund  monies.   Receipts  from  these  licenses  are 
not  included  in  any  of  the  accounting  reports  furnished  to  the  Board  by  the 
State  Controller.   The  Montana  Livestock  Sanitary  Board  maintains  a  record 
of  all  license  fees  received  by  them. 
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RECOMMENDATION 

We  recommend  that  the  State  Controller  include  the  amount  of  license  fees 
received  by  the  Montana  Livestock  Sanitary  Board  as  an  integral  part  of  their 
reports  on  receipts  to  provide  an  independent  verification  of  the  amount 
of  the  license  fees  received  and  turned  over  to  the  State  Treasurer. 

As  previously  noted  under  the  investment  section  of  this  report,  the  State 
has  an  unusual  method  of  recording  the  purchase  of  investments.   The  difference 
between  the  face  value,  which  is  deducted  from  the  fund  balance,  and  the  actual 
cost  is  returned  to  the  State  Agency  after  the  investmenr.  transaction  is  complete 
and  is  recorded  as  income.   This  amount  should  be  recorded  as  a  reduction  of  the 
cost  of  the  investment.   These  transactions  also  create  one  other  error  in  ac- 
counting presentation.   The  difference  between  face  value  and  total  cost, 
as  explained  above,  fails  to  recognize  purchased  interest  included  in  the  total 
cost  of  the  investment.   Purchased  interest  should  be  recorded  as  a  reduction 
of  interest  received. 

RECOMMENDATION 

Until  State  accounting  procedures  are  revised,  it  will  be  necessary  for  the 

Board  to  maintain  their  records  in  this  manner.   However,  when  preparing 

financial  reports  the  Board  should  reclassify  these  items  to  comply  with 
proper  accounting  reporting. 

Disbursements 

Our  review  of  disbursements  indicated  that  they  were  properly  documented 
and  were  valid  claims  against  the  operations  of  the  Montana  Livestock 
Sanitary  Board.   During  our  examination  we  noted  three  items  that  are 
again  problems  created  by  the  lack  of  adequate  State  accounting  directives. 
These  deficiencies  were: 

1.  Sales  of  fixed  assets  have  been  offset  against  purchases.  This 
results  in  allowing  the  State  agency  to  overexpend  its  original 
appropriation  by  the  sales  price  of  fixed  assets. 

2.  A  refund  to  the  federal  government  of  excess  cost  reimbursement 
was  charged  to  salaries  and  wages.   The  result  of  this  transaction 
is  to  improperly  limit  the  amount  of  expenditures  for  salaries  and 
wages.   This  refund  should  properly  have  been  charged  against  the 
federal  program  receipts. 

3.  The  cost  of  interest  purchased  on  one  investment  was  charged  to  a 
grants  and  aids  expense  account  because  there  was  no  appropriate 
account  for  this  type  of  expenditure.   Again  this  would  limit  the 
Board's  expenditure  of  their  original  appropriation. 

RECOMMENDATION 

Until  such  time  as  specific  State  directives  are  initiated,  we  would  recom- 
mend that  the  Board  reclassify  items  of  the  above  nature  in  their  financial 
reports  for  proper  presentation.   These  problems  should  be  resolved  by  the 
State  Controller's  office. 


-10- 


GALUSHA,  HIGGINS  AND  GALUSHA —  CERTIFIED  PUBLIC  ACCOUNTANTS 


WHOLESOME  MEAT  ACT  -  Expenditures  and  Reimbursements 

As  noted  in  the  scope  section  of  this  report,  we  were  charged  with  the  respon- 
sibility of  determining  the  validity  of  costs  reported  to  the  Consumer  and 
Marketing  Service  division  of  the  U.  S.  Department  of  Agriculture. 

As  part  of  our  examination  we  made  a  detailed  review  of  the  costs  reported 
and  reimbursements  received  as  detailed  below  and  have  determined  that 
the  costs  reported  are  in  accordance  with  U.  S.  Department  of  Agriculture 
directives.   The  following  schedule  sets  forth  the  costs  incurred  for  the 
two  fiscal  years  being  examined  and  the  correlation  with  reimbursements 
received: 


FISCAL  YEAR  ENDED 


June  30,  1969(1)  June  30,  1970 


Total  costs  incurred  for  operating 
the  program 


$78,692.24 


$218,636.96 


One-half  of  the  above  amount  that 

is  reimbursable 
Cost  reimbursement  received 

Excess  refundable 


$39,346.12 
43,023.11 


$109,318.48 
141,401.00 


$   3,676.99(2)  $   32,082.52(3) 


(1)  For  the  period  December  16,  1968  through  June  30,  1970 

(2)  Refunded  to  the  federal  government  in  September,  19  69 

(3)  Refunded  to  the  federal  government  in  October,  1970 

Our  review  of  costs  reported  to  the  U.  S.  Department  of  Agriculture  revealed 
that  no  provision  has  been  made  in  the  cost  reimbursement  requests  submitted 
for  the  Montana  Livestock  Sanitary  Board's  allocation  of  State  overhead  costs 
included  in  the  approved  State  of  Montana  Cost  Allocation  Plan.   We  were  ad- 
vised by  the  Board  that  they  had  not  been  notified  that  the  State  plan  had 
been  approved  by  the  Department  of  Health,  Education  and  Welfare  and  therefore 
had  not  included  this  in  their  cost  reimbursement  requests.   In  addition,  the 
cost  reimbursement  requests  do  not  include  any  indirect  costs  applicable  to 
the  fixed  assets,  general  office  supplies  used  by  the  Board  in  the  admin- 
istration on  the  Wholesome  Meat  Act  Inspection  Program,  nor  an  allocation 
of  salary  cost  for  Dr.  Safford  and  Mrs.  Carroll. 

RECOMMENDATION 

We  recommend  that  the  Board: 

1.  Initiate  proceedings  that  would  obtain  reimbursement  by  the 
Montana  Livestock  Sanitary  Board  for  their  portion  of  the  Cost 
Allocation  Plan  that  would  be  applicable  to  the  Wholesome  Meat 
Act. 

2.  Indirect  costs  for  depreciation  of  equipment,  supplies,  and  salary 
costs  for  administrative  personnel  relating  to  the  administration 
of  the  Wholesome  Meat  Act  should  be  determined  and  submitted  for 
approval  by  the  U.  S.  Department  of  Agriculture  for  cost  reim- 
bursement. 
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At  June  30,  1970,  there  was  $66,050.60  in  funds  held  in  the  Federal  and 
Private  Revenue  Fund  that  should  have  been  transferred  to  the  State  General 
Fund.   This  amount  represents  the  general  fund's  share  of  the  Wholesome 
Meat  Act  costs  which  were  reimbursed  by  the  U.  S.  Department  of  Agriculture 
in  excess  of  the  expenditures  charged  directly  to  the  Federal  and  Private 
Revenue  Fund.   We  have  shown  below  how  this  amount  was  determined: 

Cost  reimbursement  for  expenditures  made 
in  FY  June  30,  19  69  and  refundable 
to  the  General  Fund  $39,346.12 

One-half  of  the  reimbursable  costs  incurred 
on  the  Wholesome  Meat  Act  for  FY  June  30, 
1970  $109,318.48 

Actual  amount  expended  from  the  Federal 

and  Private  Revenue  Fund  -  Exhibit  C  84,025.97 

Refundable  to  the  General  Fund 

for  FY  June  30,  1970  25,292.51 

Interest  oti  interim  investments  of  these  funds  1 ,411 .97 

Total  amount  refundable  to  the 

General  Fund  $66,050.60 

Total  excess  cost  reimbursement  received  and 
refundable  to  the  U.  S.  Department  of 
Agriculture  $32,082,52 

Monthly  budget  payment  from  U.  S.  Department 

of  Agriculture  received  after  June  30,  1970     10,877.00    21,205.52 

Federal  and  Private  Revenue  Fund  balance 

June  30,  1970  -  Exhibit  A  $87,256.12 

RECOMMENDATION 

We  recommend  that  the  Board  initiate  the  necessary  journal  entry  to  be 
furnished  to  the  State  Controller  to  effect  this  refund  to  the  general 
Fund.  We  further  recommend  that  all  charges  relating  to  the  Wholesome 
Meat  Act  be  disbursed  from  one  fund.  This  would  necessitate  a  monthly 
fund  transfer  to  meet  expenditures,  but  would  assist  in  determining  the 
amount  refundable  to  the  General  Fund  each  year. 

EXIT  CONFERENCE 

On  November  20,  1970  an  exit  conference  was  held  with  administrative  officials 
of  the  Montana  Livestock  Sanitary  Board  and  representatives  of  the  Auditors, 
Galusha,  Higgins  and  Galusha.   The  individuals  in  attendance  were: 

J.  W.  Safford,  D.V.M.,  Executive  Office,  MLSB 

Mrs.  Jean  Carroll,  Office  Manager,  MLSB 

W.  M.  Schmidt,  C.P.A.,  Galusha,  Higgins  and  Galusha 

0.  C.  McCartney,  C.P.A.,  Galusha,  Higgins  and  Galusha 
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All  audit  findings  and  related  recommendations  contained  in  this  report  were 
discussed.   Montana  Livestock  Sanitary  Board  officials  were  aware  of  a  number 
of  the  problems  that  we  reported.   They  were  receptive  to  our  recommendations 
and  pleased  with  the  results  of  the  audit. 

OTHER  COMMENTS 

During  our  examination  we  determined  that  the  State  of  Montana  does  not 
have  a  specific  sick  leave  policy  or  a  State  wage  policy.   Both  of  these  matters 
are  left  to  the  discretion  of  the  applicable  State  agency.   The  Montana  Live- 
stock Sanitary  Board  has  initiated  their  own  policies  but  until  such  time  as 
an  overall  State  policy  is  established,  it  is  impossible  to  determine  the  ac- 
curacy of  these  policies. 

We  wish  to  take  this  opportunity  to  express  our  thanks  for  the  gracious  co- 
operation and  assistance  we  received  during  the  course  of  this  examination. 
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MONTANA  LIVESTOCK  SANITARY   BOARD 

COMPARATIVE   STATEMENT  OF   EXPENDITURES   AND  ENCUMBRANCES 

COMPARED   WITH   APPROPRIATIONS 


FISCAL   YEARS   ENDED  JUNE   30 ,    1969    AND   1970 


FISCAL 


General  Fund 

Personal  services 
Part-time,  meat  inspection 
Operation  and  capital 
Veterinary  research  grant 


JUNE 


3  0 


19  6  9 


Unexpended 

Portion  of 

FY  6/30/68 

Appropriation 

Carried  Over  (1) 

11,604.01 
7,878.25 
3,379.32 


22,861.58 


Appropriation  Expenditures  Encumbrance 


280,150.00 
21,850.00 
46,500.00 
10,000.00 

358,500.00 


236,400.36 
12,078.65 
38,079.34 
10,000.00 


11,799.98 


296,558.35    11,799.98 


Earmarked  Revenue  Fund 
Personal  services 
Operation  and  capital 
Part-time  disease  contral 


21,346.96 
9,304.50 
1,566.40 

32,217.86 


118,550.00(2) 
33,350.00 
36,300.00(2) 

188,200.00 


118,354.81 
42,605.00 
32,487.52 

193,447.33 


Federal  and  Private  Revenue  Fund 
Personal  services 
Operation 


55,079.44 


546,700.00 


490,005.68 


11,799.98 


(1)  At  June  30,  1968  State  Agencies  were  allowed  to  carryover  to 
the  subsequent  year  any  unused  portion  of  the  prior  years 
appropriation. 

(2)  After  a  $7,500.00  transfer  of  appropriation  from  personal 
services  to  part-time  salaries.   Approved  by  House  Bill  5, 
Extraordinary  Session,  40th  Legislature. 

Auditor's  comments  are  an  integral  part  of  these  financial  statements, 
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EXHIBIT    E 


YEARS        ENDED 


JUNE 

3  0,    19  7 

0 

Reverted  To 
General  Fund 
Or  Unexpended 
Portion 

Encumbrances 
11,799.98 

Appropriation 

209,836.00 

43,277.00 
10,400.00 

263,513.00 

256,106.00 
50,000.00 

Expenditures 

175,393.63 

51,849.44 
10,000,00 

237,243.07 

213,835.52 
41,331.26 

Encumbrance 
2,594.79 

Reverted  To 
General  Fund 
Or  Unexpended 
Portion 

55,353.65 
17,649.60 

34,442.37 

632.75 
400.00 

73,003.25 

21,542.15 

49.50 

5,378.88 

11,799.98 

2,594.79 
4,333.93 

35,475.12 

42,270.48 
4,334.81 

26,970.53 

306,106.00 

117,479.00 
10,073.00 

127,552.00 

697,171.00 

255,166.78 

76,605.05 
7,420.92 

84,025.97 

576,435.82 

4,333.93 

46,605.29 

- 

11,799.98 

40,873.95 
2,652.08 

43,526.03 

99,973.78 

6,928.72 

125,606.44 
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GALUSHA.  HIGGINS  AND  GALUSH A  — CERTIFIED  PUBLIC  ACCOUNTANTS 


MONTANA  LIVESTOCK   SANITARY   BQARC 
SUMMARY  OF  FIXED  ASSETS 
JUNE   30,    1970 


SCHEDULE  A- 2 


Classification 
Machinery  and  appliances 
Furniture  and  fixtures 
Scientific  apparatus 
Automobiles 

Library  and  reference  books 
Hand  tools  and  petty  equipment 
Museum  and  collections 
Total 


Balance 
June  30,  1970 

17,082.38 

16,065.74 

35,295.99 

16,319.00 

6,000.00 

723.42 

228.00 

91,714.53 


GALUSHA,  HIGSINS  AND  SALUSHA  — CERTIFIED  PUBLIC  ACCOUNTANTS 
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